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TAGS: EFIN.EG 

SUBJ: 1978 SUBSIDY BUDGET RISES: DEFICIT ANNOUNCED 
REE: CAIRO 20720 

1 . EMBASSY HAS OBTAINED FULL ARABIC TEXT OE MINFIN 
HAMED'S BUDGET PRESENTATION GIVEN DEC 8 AT PEOPLES 
ASSEMBLY (REFTEL). WHILE TRANSLATION WILL TAKE TIME, 

CERTAIN UNPUBLISHED APPENDICES TO SPEECH HAVE PROVED INTER- 
ESTING, PARTICULARLY 1978 DIRECT SUBSIDY BUDGET, TABU- 
LATED BY MINISTRY OE EINANCE AS FOLLOWS (OUR TRANSLATION): 

1 978 STATE BUDGET BURDENS 
VISIBLE SUBSIDIES TO REDUCE 
COST OF LIVING 

IN L.E. MILLION 
DIFFER- 

1978 1977 ENCE 

GENERAL AUTHORITY EOR SUPPLY 

- COMMODITIES 343.0 313.4 29.6 
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GENERAL AUTHORITY EOR COOPERA- 

- TIVES IN BUILDING & HOUSING .8 .3 .5 

GENERAL AUTHORITY EOR CAIRO 

- TRANSPORT 13.5 9.7 3.8 

GENERAL AUTHORITY EOR ALEXANDRIA 

- TRANSPORT 4.0 1.8 2.2 

GENERAL AUTHORITY EOR AGRICULTURAL 
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- & COOPERATIVE CREDIT & GOVER- 

- NORATES' LENDING BANKS 9.1 5.7 3.4 

GENERAL AUTHORITY FOR PETROLEUM 

- (BUTAGAZ) 15. 1 10.2 4.9 

POPULAR CLOTH (SPINNING & WEAVING) 41.0 16.3 24.7 

AGRICULTURAL CROPS EQUALIZATION 

- EUND 32.8 13.0 19.8 

SUBSIDY EOR NEWSPAPERS’ PAPER 3.5 3.5 - 

DIEFERENCE IN NEWSPAPERS' PAPER 

- PRICES - 4.5 -4.5 

PAPER EOR COPY BOOKS 2.0 2.0 - 

TOTAL 464.8Z 380.4Z 84.4 

2. IP THE PUNDS APPROPRIATED TO MEET THE DIFPERENCE IN 
EXCHANGE RATES IN THE GENERAL STATE BUDGET AMOUNTING TO 
L.E. 168.3 MILLIONS, AGAINST L.E. 224.2 MILLIONS IN 1977, 

ARE ADDED THE TOTAL VISIBLE SUBSIDY FUNDS APPROPRIATED IN 
1978 WILL BE L.E. 633.1 MILLIONS, AGAINST L.E. 604.6 IN 
THE PISCAL YEAR 1977. 

2. MINFIN HAMED REPORTEDLY ANNOUNCED TO PEOPLES ASSEMBLY 
DECEMBER 13 THAT GOE DOES NOT CONTEMPLATE ABOLISHING SUB- 
SIDIES ON BASIC ITEMS OR RAISING TAXES. HE SET SIZE OF 
1978 BUDGET DEFICIT AT L.E. 332 MILLION, AN IMPROVEMENT, 

HE SAID, OVER 1977 FIGURE (I.E., L.E. 400 MILLION). 
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3. COMMENT: MINISTRY'S FOOTNOTE ELABORATION OF ACTUAL 
COST OF SUBSIDIZED ITEMS IS ESPECIALLY REVEALING AS GOE 

HAS NOT BEEN AS OPEN IN PAST ABOUT REAL EXCHANGE RATE COST 
FOR MANY ITEMS. MINFIN OFFICIALS STRESSED IN CONVERSATION 
WITH EMBOFF THAT SUBSIDY INCREASE IN 1978 IS NOT IN REAL 
TERMS BECAUSE EGYPTIAN POPULATION IS GROWING; INCREMENTAL 
CHANGE FROM 1977 DOES NOT REFLECT MORE SUBSIDIES, BUT 
RATHER EQUIVALENT AMOUNT FOR SAME ITEMS SUPPORTED PREVIOUS 
YEAR IN LIGHT OF POPULATION RISE. 

4. DESPITE FACT THAT FISCAL PROGRAM .STILL IN PRELIMINARY 
STAGE AND REGARDLESS OF EXPLANATION OF INCREASED TOTAL, 
GOE'S APPARENT DETERMINATION TO MAINTAIN SUPPORT PRICES ON 
ROUGHLY SAME RANGE OF COMMODITIES AND SERVICES SEEMS 
CLEARLY COUNTER TO SPIRIT, IF NOT LETTER, OF IMF UNDER- 
TAKINGS IN CONNECTION WITH STANDBY CREDIT. REDUCTION IN 
PROJECTED BUDGET DEFICIT WILL ONLY PARTIALLY COUNTERACT 
NEGATIVE IMPRESSION ON DONORS OF CONTINUED LARGE-SCALE 
SUBSIDY PROGRAM. RII.TS 
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